
Forward-looking and value-added 
employer covenant advice from 
Deloitte
A commercial and risk-focused 
approach



2

We provide additional insights and add value in the 
approach to managing employer covenant risk by 
considering a sponsor’s strength in the context of 
wider industry and market trends. 

Introduction

It is crucial for stakeholders of defined 
benefit pension schemes to 
understand the businesses that 
support them. The employer covenant 
includes the strength of the employer’s 
financial position, prospects and 
markets as well as its legal obligation to 
fund the scheme’s benefits. Employer 
events such as transactions, refinancing 
and restructuring can all impact 
significantly on the employer covenant.  
At the current time with new pensions 
legislation, evolving regulatory guidance 
and the rapidly changing economic 
environment keeping on top of the 
employer covenant position has 
become especially important.

Our team harnesses the breadth and 
depth of expertise from across 
Deloitte, giving us the ability to focus 
rapidly on the core business, industry 
trends and market issues facing the 
employer, scale up to assess a wider 
global group and its supply chain, or 
react to corporate transactions and 
restructuring. 

We take a risk-focused and 
proportionate approach, providing a 
range of services which can be tailored 
for schemes of all sizes. 

Our services

Covenant monitoring
and reviews

Restructuring and
transaction support

Strategy and
negotiations

PPF guarantee
analysis

Affordability and
recovery plans

Integrated Risk
Management
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Deloitte’s pensions advisory services team 
comprises of pensions, investment and 
covenant professionals and so take a 
holistic approach to identifying key risks as 
part of an integrated risk management 
approach - so covenant assessments are 
not simply a standalone exercise.

Deloitte’s industry specialists provide 
relevant insights and trends that need to 
be considered in the context of the 
employer covenant and their implications 
for the medium to long-term funding and 
investment strategy. 

This wealth of insight and knowledge 
enables us to reflect relevant 
Environmental, Social, Governance and 
market risks in covenant assessments. 

By focusing on the key risks, we ensure 
efficiency and add value by considering 
how the covenant can shape consistent 
funding and investment strategies for 
better risk management.

Our integrated approach

Our pensions advisory business draws on 
specialists from across the wider firm in 
Financial, Tax and Audit advisory. 

Our wider financial expertise also provides 
commercial solutions for funding, 
investment and security mitigation 
options. 

This approach to covenant assessments 
brings additional insights and value to help 
trustees develop consistent covenant, 
funding and investment risk management 
strategies. 

A consistent integrated risk 
management strategy. 

Paul Geeson
Deloitte Pensions and Covenant Partner

Covenant assessments should not just be an update of a company’s 
financial performance. A risk-focused approach to covenant 
monitoring and assessments can add real value to help shape 
pension funding and investment risk management strategies, and 
ultimately provide better outcomes for members and other 
stakeholders.
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FUNDING

INVESTMENT

COVENANT

Developing
consistent
strategies
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Employer covenant assessment

• Assessing the strength of the employer 
covenant, summarising findings and 
recommendations in clear terms;

• Providing consistent covenant, funding and 
investment advice - ensuring the risks being 
taken within the scheme’s investment strategy 
are consistent with its covenant strength; and

• Assisting with the dialogue with other pension 
stakeholders, including negotiation support.

• Develop a tailored dashboard to simplify and 
improve employer covenant monitoring; 

• Recommend trigger levels to rapidly highlight 
areas of concern and identifying possible 
responses; and

• Deliver training to trustees, enabling them to 
identify and respond rapidly to future events 
that may impact employer covenant strength. 

Affordability evaluation and recovery plan negotiation

Perform an affordability 
assessment based on 
employer projections, 
identifying potential 
constraints and suggesting
a reasonable range of 
affordable contributions.

Work with the scheme actuary 
and investment advisor, 
developing an appropriate 
recovery plan, with support 
throughout negotiations. 

Provide suggestions for 
alternative funding solutions, 
and support in the negotiation 
and implementation.

Supporting the triennial 
funding valuation process Ongoing monitoring
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An independent expert view is 
crucial for complex corporate 
events given the introduction of 
criminal sanctions introduced in 
the Pension Schemes Act 2021 
and their application to a 
potentially wider range of 
commercial activities. 

We have significant experience in this area and can 
support clients by: 

• understanding the impact of the event on the 
employer covenant and a scheme’s position, 
including any ‘material detriment’; 

• considering the appropriateness, level and nature 
of any mitigation required; and

• suggesting alternative transaction structures to 
minimise the employer covenant impact; providing 
support through negotiations and, potentially, TPR’s 
clearance process. 

Corporate transaction and restructuring support

CASE STUDY
We provided employer covenant advice to the owner of a global company with a significant DB 
pension scheme. Our client was  divesting certain businesses and reinvesting in other group 
companies which had a covenant impact.

We helped our client understand the impact under the new TPR employer covenant tests, and 
devise and agree a mitigation package which contributed to the commercial success of the 
overall transaction strategy.

This included a package of measures to provide immediate security plus  support over the 
medium-term. This would enable the scheme to transition to a lower risk funding and investment 
strategy and help ensure the longer-term pensions risk was manageable for the post transaction 
reduced size of the sponsoring employer.
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Our employer covenant advisory team provide 
tailored solutions with integrated sector expertise.

Our team

Deloitte’s employer covenant 
specialists take a pragmatic approach 
to help clients deal with complex 
pensions issues. We focus on providing 
a cost-efficient approach to covenant 
assessment, affordability, monitoring 
and corporate activity.

Our team benefit from the support of 
Deloitte industry specialists and a  
global network of restructuring 
professionals, financial advisors and 
business analysts. 

This helps us to consider risks in the 
wider business context and so advise 
on broader solutions tailored to the 
specific covenant risks. 

We provide employer covenant 
services from within our pension 
advisory services business. This team 
comprises of pensions, investment and 
covenant professionals, who provide 
clients with the full complement of 
integrated risk management framework 
advisory services with the support of 
Deloitte specialists from across the 
wider firm. 

Paul Geeson
+44 20 7303 0878

pgeeson@deloitte.co.uk

Zaheer Zahoor
+44 20 7007 4365

zzahoor@deloitte.co.uk

Richard Slater
+44 131 535 7602

ricslater@deloitte.co.uk

Alan Crowe
+44 (0) 28 9019 5729

ajcrowe@deloitte.co.uk

Catherine Dent-Leitch
+44 113 292 1864 

cdentleitch@deloitte.co.uk

Rob Woolerton
+44 121 696 8672

rwoolerton@deloitte.co.uk
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This publication has been written in general terms and we recommend that you obtain professional advice 
before acting or refraining from action on any of the contents of this publication. Deloitte Total Reward and 
Benefits Limited accepts no liability for any loss occasioned to any person acting or refraining from action as a 
result of any material in this publication.

Deloitte Total Reward and Benefits Limited is registered in England and Wales with registered number 
03981512 and its registered office at 1 New Street Square, London EC4A 3HQ, United Kingdom.

Deloitte Total Reward and Benefits Limited is a subsidiary of Deloitte LLP, the United Kingdom affiliate of 
Deloitte NSE LLP, a member firm of Deloitte Touche Tohmatsu Limited, a UK private company limited by 
guarantee (“DTTL”). DTTL and each of its member firms are legally separate and independent entities. DTTL 
and Deloitte NSE LLP do not provide services to clients. Please see www.deloitte.com/about to learn more 
about our global network of member firms.

Deloitte Total Reward and Benefits Limited is authorised and regulated by the Financial Conduct Authority.

© 2022 Deloitte Total Reward and Benefits Limited. All rights reserved.


